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Real  Estate  Malpractice  Insurance  Report 
Executive  Summary 

This  report  summarizes  Missouri  real  estate  malpractice  data  for  1998  to  2007.  The  charts, 
graphs  and  tables  are  limited  to  closed  claim  information  and  were  constructed  from  data  collected 
by  the  department  as  required  by  Section  383.060  RSMo.  The  premium  and  loss  data  are  presented 
in  the  final  section.  The  data  were  obtained  from  the  Missouri  Page  20  Supplement  to  the 
companies'  annual  statements. 

The  loss  ratio  for  real  estate  malpractice  in  Missouri  during  2007  was  67  percent.  In  2006 
and  2007,  the  industry  posted  a  pure  profit  on  all  premiums.  Profits  stem  from  corrections  the 
industry  has  made  for  over-reserving  on  claims  in  previous  years. 

Of  97  claims  closed  in  2007,  insurers  paid  an  average  of  $1 1,068  per  claim.  Closed  claims, 
both  with  and  without  payments,  increased  substantially  from  2006. 

Over  the  last  10  years,  642  real  estate  malpractice  claims  were  closed  in  Missouri  —  159  (25 
percent)  with  payment  and  483  (75  percent)  without  payment. 

In  2007,  the  average  loss  adjustment  expense  for  all  claims  closed  with  payment  was 
$19,542.  The  expenses  for  all  claims  closed  without  payment  averaged  $8,750. 

In  Section  II,  indemnities  paid  on  closed  claims  are  shown  by  claim  characteristics.  The 
number  of  closed  claims,  average  paid  claim  and  total  amount  paid  are  included  in  each  of  these  six 
categories: 

•  Area  of  real  estate  in  which  the  claims  were  filed. 

•  Major  activity  in  which  the  agent  was  engaged  when 
the  alleged  error  or  omission  occurred. 

•  Alleged  error  or  omission  that  was  the  most  significant 


reason  for  the  claim. 

•  The  legal  disposition  of  the  claim  at  the  closing  date. 

•  The  number  of  years  the  insured  had  been  in  practice 
at  the  time  of  the  alleged  error  or  omission. 

•  The  relationship  of  the  insured  to  the  claimant. 

Six  companies  reported  writing  real  estate  malpractice  insurance  business  in  Missouri  during 
2007  with  Continental  Casualty  Company  commanding  58%  of  the  market. 

This  report  was  compiled  using  information  submitted  by  the  insurance  companies.  As  a 
result,  the  accuracy  of  this  report  is  dependent  upon  the  accuracy  of  each  company's  data.  Copies  of 
this  report  will  be  made  available  in  braille,  large  print  or  on  audio  cassette  upon  request.  Questions 
regarding  this  report  should  be  directed  to  the  Statistics  Section,  Department  of  Insurance,  Financial 
Institutions  &  Professional  Registration,  P.O.  Box  690,  Jefferson  City,  Missouri  65102-0690. 


The  Missouri  Department  of  Insurance,  Financial  Institutions  &  Professional  Registration 

is  an  equal  opportunity  employer 
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AREA  OF  REAL  ESTATE 
TRENDS 
OF 
2007 


AS  AGENT  TO  PROCURE  PURCHASE  OF  PROPERTY 

Average  Paid  Indemnity  &  Average  Loss  Expense 
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MAJOR  ACTIVITY 
TRENDS 
OF 
2007 


LISTING  THE  PROPERTY  FOR  SALE 
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$30,000 


$25,000 


$20,000 


$15,000 


$10,000 


$5,000 


s 


q>u  - 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  AVG  PAID  INDEMNITY 

$8,727 

$23,491 

$13,209 

$4,781 

$9,146 

$5,474 

$5,531 

$6,254 

$8,266 

$12,365 

□  AVG  LOSS  EXPENSE 

$5,081 

$4,471 

$3,278 

$4,201 

$1,170 

$3,657 

$2,221 

$3,892 

$4,689 

$6,692 

Claim  Count 


E 

TO 

o 


90 
80 
70 


u  - 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  ALL  CLAIMS 

29 

31 

26 

4 

30 

78 

52 

81 

37 

58 

□  CLOSED  WITH  PAYMENT 

13 

8 

6 

3 

5 

14 

8 

20 

5 

20 

0  CLOSED  WITHOUT  PAYMENT 

16 

23 

20 

1 

25 

64 

44 

61 

32 

38 

SHOWING  PROPERTY 

Average  Paid  Indemnity  &  Average  Loss  Expense 


■  AVG  PAID  INDEMNITY 
□  AVG  LOSS  EXPENSE 


$7,838 
$5,820 


$8,152 
$3,519 


Claim  Count 


o 
o 


35 


u  - 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  ALL  CLAIMS 

7 

7 

9 

1 

5 

25 

28 

28 

18 

23 

□  CLOSED  WITH  PAYMENT 

3 

4 

4 

0 

1 

4 

6 

4 

5 

3 

a  CLOSED  WITHOUT  PAYMENT 

4 

3 

5 

1 

4 

21 

22 

24 

13 

20 

CLOSING  AND  TRANSFERRING  TITLE 
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ALLEGED  ERROR  OR  OMISSION 

TRENDS 
OF 
2007 


FAILURE  TO  DISCLOSE  MATERIAL  FACT  ABOUT  THE  PROPERTY 

Average  Paid  Indemnity  &  Average  Loss  Expense 


$20,000 


1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  AVG  PAID  INDEMNITY 

$9,124 

$15,155 

$8,168 

$4,781 

$18,500 

$6,017 

$4,304 

$6,340 

$8,938 

$10,798 

0AVG  LOSS  EXPENSE 

$5,668 

$4,793 

$4,870 

$2,069 

$961 

$4,391 

$3,038 

$4,380 

$7,048 

$7,342 

Claim  Count 


90 

80 

70 

01 

60 

E 

re 

O 

50 

o 

o 
n 

40 

E 

3 

30 

z 

20 

10 

0 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  ALL  CLAIMS 

29 

38 

30 

4 

25 

78 

59 

79 

36 

71 

□  CLOSED  WITH  PAYMENT 

15 

14 

6 

3 

4 

20 

13 

20 

4 

27 

0  CLOSED  WITHOUT  PAYMENT 

14 

24 

24 

1 

21 

58 

46 

59 

32 

44 

31 


OTHER 


Average  Paid  Indemnity  &  Average  Loss  Expense 


$35,000 
$30,000 
$25,000 
$20,000 
$15,000 
$10,000 
$5,000 


I 


1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  AVG  PAID  INDEMNITY 

$2,500 

$0 

$13,420 

$0 

$615 

$3,750 

$2,125 

$29,939 

$6,347 

$14,000 

EAVG  LOSS  EXPENSE 

$1,249 

$0 

$3,876 

$11,303 

$1,325 

$2,021 

$623 

$3,267 

$7,649 

$1,490 

Claim  Count 


45 

40 

35 

w 
E 

30 

5 

O 

25 

o 

CD 

a 

20 

E 

z 

15 

10 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

■  ALL  CLAIMS 

5 

2 

9 

1 

8 

26 

24 

37 

18 

21 

□  CLOSED  WITH  PAYMENT 

1 

0 

5 

0 

2 

2 

1 

7 

6 

2 

□  CLOSED  WITHOUT  PAYMENT 

4 

2 

4 

1 

6 

24 

23 

30 

12 

19 

FAILURE  TO  CORRECTLY  COMPLETE  FORMS  TO  TRANSFER  OWNERSHIP 
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CLAIM  DISPOSITION 
TRENDS 
OF 
2007 
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YEARS  ADMITTED  TO  PRACTICE 

TRENDS 
OF 
2007 


OVER  10  YEARS 
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INSURED/CLAIMANT  RELATIONSHIP 

TRENDS 
OF 
2007 


NON-CONTRACTUAL  RELATIONSHIP  WITH  CLAIMANT 


Average  Paid  Indemnity  &  Average  Loss  Expense 
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DEFINITION  OF  TERMS 


Market  Share:  The  dollar  amount  of  direct  premium  written  by  an  insurer  divided  by 
the  total  amount  of  direct  premiums  written  industry-wide  for  the  particular  line  of 
business  being  analyzed,  expressed  as  a  percentage. 

Written  Premium:  Amount  charged  when  a  policyholder  contracts  for  insurance 
coverage  before  reinsurance  has  been  ceded  and/or  assumed. 

Earned  Premium:  The  part  of  premium  attributable  to  the  coverage  already  provided 
in  a  given  period  before  reinsurance  has  been  ceded  and/or  assumed. 

Incurred  Losses:  The  sum  of  direct  losses  paid  plus  an  estimate  at  the  close  of  the 
year  of  the  amounts  to  be  paid  in  the  future  for  all  claims  arising  from  the  current  and 
all  prior  years,  minus  the  corresponding  estimate  made  at  the  close  of  business  for  the 
preceding  year.  Incurred  losses  reported  include  estimated  amounts  unpaid  for 
incurred-but-not-reported  (IBNR)  claims. 

Loss  Ratio:  The  dollar  amount  of  direct  losses  incurred  divided  by  the  dollar  amount 
of  premiums  earned  for  the  particular  line  of  business  being  analyzed,  expressed  as  a 
percentage.  This  is  an  accounting  representation  of  the  portion  of  each  premium 
dollar  which  is  needed  to  honor  a  company's  promise  to  pay  claims. 

Indemnity  Paid:  The  sum  of  all  payments  made  during  the  year  for  the  benefit  of 
insurance  claimants,  before  reinsurance  has  been  ceded  and/or  assumed.  These 
payments  include  amounts  paid  in  the  current  year  for  claims  arising  from  the  current 
year.  Hence,  this  item  is  not  a  measure  of  the  actual  cost  of  current  coverages,  but 
only  of  current  cash  flows. 

Loss  Adjustment  Expenses:  The  cost  involved  in  an  insurance  companies 
adjustment  of  losses  under  a  policy. 
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This  publication  may  be  provided  in  alternative  formats  such  as  Braille, 
large  print  or  audio  cassette.  Please  direct  your  request  to  the  Department  of  Insurance, 
Financial  Institutions  &  Professional  Registration's  Personnel  Officer  at  573-751-4126. 

The  Department  of  Insurance,  Financial  Institutions  &  Professional  Registration  is  an  Equal 

Opportunity  Employer. 


